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Independent Auditors’ Report

Township Board of fonia Township
fonia, Michigan

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of lonia Township as of and for the
year ended March 31, 2006, which collectively comprise the Township’s basic financial statements as listed
in the table of contents. These financial statements are the responsibility of the Township's management.
Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

in our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the governmental activities, the business-type activities, each major fund, and the aggregate
remaining fund information of lonia Township as of March 31, 2006, and the respective changes in financial
position and cash flows, where applicable, thereof for the year then ended, in conformity with accounting
principles generally accepted in the United States of America.

As described in Note 1, the Township has implemented a new financial reporting model, as required by the
provisions of the Governmental Accounting Standards Board Statement No. 34, Basic Financial Staterments
and Management's Discussion and Analysis for State and Local Governments, as of April 1, 2004.

lonia Township has not presented the Management's Discussion and Analysis that accounting principles
generally accepted in the United States of America have determined is necessary to supplement, although
not required to be part of, the financial statements.

The budgetary comparison information, as listed in the table of contents, is not a required part of the financial
statements but is supplemental information required by accounting principles generally accepted in the
United States of America. We have applied certain limited procedures, which consisted principally of inquiries
of management regarding the methods of measurement and presentation of the required supplemental
information. However, we did not audit the information and express no opinion on it.

\W}_LUS & JURASEK, P.C. Phone Number: (517) 788-8660
2){0 Spring Arbor Road Fax Number: (517) 788-9872
Suite 200 ) 1 E-Mail: willis@willispc.com
Jackson, MI 49203-3690 Web site: www willispc.com



Township Board of lonia Township
Page 2

Our audit was made for the purpose of forming an opinion on the financial statements that collectively comprise
lonia Township’s basic financial statements. The individual fund financial statements and schedules listed in the
table of contents are presented for purposes of additional analysis and are not a required part of the basic financial
statements. Such information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in our opinion, is fairly presented, in all material respects, in relation to the basic financial
statements taken as a whole.

iy § T b oo
Willis & Jurasek, P.C.

July 21, 2006



lonia Township
Statement of Net Assets
March 31, 2006

Primary Government
Governmental Business-type

Activities Activities Total
Assets:
Cash and investments $ 915,437 § 150,155 § 1,065,592
Receivables 49,851 2,234 52,085
Due from agency funds 1,728 - 1,728
Capital assets, net

Not being depreciated 57,065 - 57,065
Being depreciated 2,550 349,945 352,495
Total assets 1,026,631 502,334 1,528,965

Net Assets:

Invested in capital assets,

net of related debt 59,615 349,945 409,560
Unrestricted 967,016 152,389 1,119,405
Total net assets 3 1026631 3 502,334 § 1,528,965

See Notes to Financial Statements.
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lonia Township
Balance Sheet
Governmental Funds
March 31, 2006

Assets

Cash
Receivables:
Taxes receivable
Accounts receivable
Due from other governmental units
Due from other funds
Total assets

Liabilities and Fund Balances

Fund Balances:
Unreserved; undesignated
Total fund balances

Total liabilities and fund balances

See Notes to Financial Statements.

General
Fund

$ 915,437

7,853

639

41,359

1.728

$ 967.016

967.016
967,016

$__ 967016



lonia Township
Reconciliation of Fund Balances on the Balance Sheet for Governmental Funds to Net Assets
of Governmental Activities on the Statement of Net Assets
March 31, 2006

Total Fund Balances - Governmental Funds $ 967,016

Amounts reported for governmental activities in the Statement
of Net Assets are different because:
Capital assets used in governmental activities are not financial
resources and are not reported in the funds.

The cost of the capital assets is $ 99,984
Accumulated depreciation is (40,369)

59,615

Total Net Assets - Governmental Activities $ 1,026,631

See Notes to Financial Statements.



lonia Township
Statement of Revenues, Expenditures and Changes in Fund Balances
Governmental Funds
Year Ended March 31, 2006

General
Fund
Revenues:
Taxes $ 61,940
Licenses and permits 700
intergovernmental 263,108
Charges for services 25,863
Interest earnings 6,798
Other 10,944
Total revenues 369,353
Expenditures:
Legislative 8,038
General government 156,061
Public safety 18,953
Highways and streets 70,853
Other 19,022
Total expenditures 272,927
Net Changes in Fund Balances 96,426
Fund Balances - Beginning of Year 870,590
Fund Balances - End of Year $ 967,016

See Notes to Financial Statements.



lonia Township
Reconciliation of the Statement of Revenues, Expenditures and Changes in Fund Balances
of Governmental Funds to the Statement of Activities
Governmental Funds
Year Ended March 31, 2006

Net Change in Fund Balances - Total Governmental Funds $ 96,426

Amounts reported for governmental activities in the Statement
of Activities are different because:
Governmental funds report capital outlays as expenditures; in the
Statement of Activities, these costs are allocated over their estimated
useful lives as depreciation.

Depreciation expense $ -
Capital outlay 55,565 55,565
Change in Net Assets of Governmental Activities 3 151,991

See Notes to Financial Statements.



lonia Township
Statement of Net Assets
Proprietary Funds
March 31, 2006

Proprietary
Fund
Sewer
Fund
Assets:
Current assets:
Cash $ 150,155
Accounts receivable 2,234
Capital assets, net 349,945
Total current assets 502,334
Net Assets:
Invested in capital assets, net of related debt 349,945
Unrestricted 152,389
Total net assets $ 502,334

See Notes to Financial Statements.



Operating Revenues:
Charges for services

Operating Expenses
Operating Income (Loss)

Nonoperating Revenues (Expenses):
Interest income

lonia Township
Statement of Revenues, Expenses
and Changes in Net Assets
Proprietary Funds
Year Ended March, 31, 2006

Total nonoperating revenues (expenses)

Net Income (Loss)
Net Assets - Beginning of Year

Net Assets - End of Year

See Notes to Financial Statements.
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Proprietary
Fund
Sewer Fund

$ 13,044
6.349

6.695

3.956

3.956

10,651
491,683

$ 502,334



lonia Township
Statement of Cash Flows
Proprietary Funds
Year Ended March 31, 2006

Cash Flows From Operating Activities:
Cash received from customers
Cash payments to suppliers for goods and services

Net cash provided by operating activities

Cash Flows From Investing Activities:
Interest earnings

Net Increase in Cash and Cash Equivalents

Cash and Cash Equivalents - Beginning of Year
Cash and Cash Equivalents - End of Year

Reconciliation of Operating Income to Net Cash Provided
by Operating Activities:
Operating income
Adjustments to reconcile operating income to net cash
provided by operating activities:
Depreciation and amortization
Change in assets and liabilities:
Accounts receivable
Total adjustments

Net Cash Provided by Operating Activities

See Notes to Financial Statements.
11

Proprietary
Fund
Sewer
Fund

$ 14,722

14,722

3,956
18,678
131,477

$ 150,155

$§ 6,695

6,349

1,678
8,027

$ 14,722



Assets:
Cash and cash equivalents

Liabilities:
Due to other funds
Due to other governmental units

Net Assets:
Restricted for special purposes
Total net assets

See Notes to Financial Statements.

lonia Township
Statement of Fiduciary Net Assets
Fiduciary Funds
March 31, 2006

12

Cemetery
Trust Agency
Fund Fund
$ 28845 % 64,784
-$ 1,728
- 63,056
-3 64,784
28,845
$ 28,845



Revenues:
Lot sales
Interest and investment earnings
Total revenues
Change in Net Assets

Net Assets - Beginning of Year

Net Assets - End of Year

See Notes to Financial Statements.

lonia Township
Statement of Change in Fiduciary Net Assets
Fiduciary Funds
Year Ended March 31, 2006

13

Cemetery
Trust
Fund

$ 195
560
755
755

28,090

3 28,845



lonia Township
Notes to Financial Statements

Note 1 — Summary of Significant Accounting Policies

The financial statements of lonia Township have been prepared in conformity with accounting principles
generally accepted in the United States of America (GAAP), as applicable to governmental units. The
Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for establishing
governmental accounting and financial reporting principles. The more significant of the Township’s accounting
policies are described below.

Reporting Entity

lonia Township operates under an elected Board of Trustees and provides various services to its residents
including public safety, community enrichment and development, and human services. The accompanying
financial statements of lonia Township have been prepared in accordance with criteria established by the
Governmental Accounting Standards Board for determining the various governmental organizations to be
included in the reporting entity. The criteria established by the GASB for determining which of the governmental
organizations are a part of the Township’s reporting entity include oversight responsibility, fiscal dependency,
scope of public service, and whether the financial statements would be misleading if data were not included.
Based on the application of the criteria, the Township does not contain any component units.

Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the Statement of Net Assets and the Statement of Activities)
report information on all of the non-fiduciary activities of the primary government. For the most part, the
effect of interfund activity has been removed from these statements. Governmental activities, which normally
are supported by taxes and intergovernmental revenues, are reported separately from business-type
activities, which rely to a significant extent on fees and charges for support.

The Statement of Activities demonstrates the degree to which the direct expenses of a given function or
segment are offset by program revenues. Direct expenses are those that are clearly identifiable with a
specific function or segment. Program revenues include 1) charges to customers or applicants who
purchase, use, or directly benefit from goods, services, or privileges provided by a given function or segment
and 2) grants and contributions that are restricted to meeting the operational or capital requirements of a
particular function or segment. Taxes and other items not properly included among program revenues are
reported instead as general revenues.

Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary funds,
even though the latter are excluded from the government-wide financial statements. Major individual
governmental funds and major individual enterprise funds are reported as separate columns in the fund
financial statements.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

Government-Wide Statements - The government-wide financial statements are reported using the
economic resources measurement focus and the accrual basis of accounting, as are the proprietary fund
and fiduciary fund financial statements. Revenues are recorded when earned and expenses are recorded
when a liability is incurred, regardless of the timing of related cash flows. Property taxes are recognized as
revenues in the year for which they are levied. Grants and similar items are recognized as revenue as soon
as all eligibility requirements imposed by the provider have been met.

14



lonia Township
Notes to Financial Statements

Note 1 — Summary of Significant Accounting Policies {Continued)
Measurement Focus, Basis of Accounting, and Financial Statement Presentation (Continued)

Government-Wide Statements (Continued) - As a general rule, the effect of interfund activity has been
eliminated from the government-wide financial statements. Exceptions to this general rule are payments-in-
lieu of taxes and other charges between the government's sewer fund and various other functions of the
government. Elimination of these charges would distort the direct costs and program revenues reported for
the various functions concerned.

Amounts reported as program revenues include 1) charges to customers or applicants for goods, services,
or privileges provided, 2) operating grants and contributions, and 3) capital grants and contributions,
including special assessments. Internally dedicated resources are reported as general revenues rather than
as program revenues. Likewise, general revenues include all taxes.

Fund-Based Statements - Governmental fund financial statements are reported using the current financial
resources measurement focus and the modified accrual basis of accounting. Revenues are recognized as
soon as they are both measurable and available. Revenues are considered to be available if they are
collected within the current period or soon enough thereafter to pay liabilities of the current period. For this
purpose, the government considers revenues to be available if they are collected within 60 days of the end of
the current fiscal period. Expenditures generally are recorded when a liability is incurred, as under accrual
accounting. However, debt service expenditures, as well as expenditures related to compensated absences,
claims, and judgments, are recorded only when payment is due.

Property taxes, franchise taxes, licenses, and interest associated with the current fiscal period are all
considered to be susceptible to accrual and so have been recognized as revenues of the current fiscal
period. Only the portion of special assessments receivable due within the current fiscal period is considered
to be susceptible to accrual as revenue of the current period. All other revenue items are considered to be
measurable and available only when cash is received by the government.

The government reports the following major governmental funds:

General Fund — This fund is the government’s primary operating fund. It accounts for all financial resources
of the general government, except those required to be accounted for in another fund.

The government reports the following major proprietary fund:

Sewer Fund — The sewer fund accounts for the activities of the government’'s sewage collection and
treatment systems.

Additionally, the government reports the following fund types:

Fiduciary Fund Types - These Funds, used to account for assets held in trust or as an agent for others,
include the Tax Collection Fund and the Cemetery Trust Fund.

15



lonia Township
Notes to Financial Statements

Note 1 — Summary of Significant Accounting Policies (Continued)
Measurement Focus, Basis of Accounting, and Financial Statement Presentation (Continued)

Additional Financial Statement Presentation Information — Private-sector standards of accounting and
financial reporting issued prior to December 1, 1989, generally are followed in both the government-wide and
proprietary fund financial statements to the extent that those standards do not conflict with or contradict
guidance of the Governmental Accounting Standards Board. Governments also have the option of following
subsequent private-sector guidance for their business-type activities and enterprise funds, subject to this same
limitation. The Township has elected not to follow subsequent private-sector guidance.

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating revenues
and expenses generally result from providing services and producing and delivering goods in connection with a
proprietary fund’s principal ongoing operations. The principal operating revenues of the sewer fund are charges
to customers for sales and services. The enterprise funds also recognize as operating revenues the portion of
fees intended to recover the cost of connecting new customers to the system. Operating expenses for
enterprise funds include the cost of sales and services, administrative expenses, and depreciation on capital
assets. All revenues and expenses not meeting this definition are reported as nonoperating revenues and
expenses.

When both restricted and unrestricted resources are available for use, it is the government's policy to use
restricted resources first, then unrestricted resources as they are needed.

Deposits and Investments — Cash and cash equivalents include cash on hand, demand deposits, and
certificates of deposit.

The Township reports its investments (when applicable) in accordance with GASB Statement No. 31,
Accounting and Financial Reporting for Certain Investments and for External Investment Pools. Under these
standards, certain investments are valued at fair value as determined by quoted market prices or by
estimated fair values when quoted market prices are not available. The standards also provide that certain
investments are valued at cost (or amortized cost) when they are of a short-term duration, the rate of return
is fixed, and the Township intends to hold the investment until maturity. Accordingly, investments in bankers’
acceptances and commercial paper are recorded at amortized cost. The Township had no investments at
March 31, 2006.

State statutes authorize the Township to invest in bonds, and other direct and certain indirect obligations of
the U.S. Treasury; certificates of deposit, savings accounts, deposit accounts, or depository receipts of a
bank, savings and loan association, or credit union, which is a member of the Federal Deposit Insurance
Corporation, Federal Savings and Loan Insurance Corporation, or National Credit Union Administration,
respectively; in commercial paper rated at the time of purchase within the three highest classifications
established by not less than two standard rating services and which matures not more than 270 days after
the date of purchase. The Township is also authorized to invest in U.S. Government or federal agency
obligation repurchase agreements, bankers’ acceptances of U.S. banks, and mutual funds composed of
investments as outlined above. The government's cash and cash equivalents are considered to be cash on
hand, demand deposits and short-term investments with original maturities of three months or less from the
date of acquisition.

State statutes authorize the government to deposit in the accounts of federally insured banks, credit unions,
and savings and loan associations, and to invest in obligations of the U.S. Treasury, certain commercial
paper, repurchase agreements, bankers’ acceptances, and mutual funds composed of otherwise legal
investments.
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lonia Township
Notes to Financial Statements

Note 1 — Summary of Significant Accounting Policies (Continued)

Receivables and Payables — All receivables are reported at their net value. They are reduced, where
appropriate, by the estimated portion that is expected to be uncollectible.

Activities between funds that are representative of lending/borrowing arrangements outstanding at the end of
the fiscal year are referred to as either “due to/from other funds” (i.e., the current portion of interfund loans)
or “advances to/from other funds” (i.e., the non-current portion of interfund loans). All other outstanding
balances between funds are reported as “due to/from other funds.” Any residual balances outstanding
between the governmental activities and business-type activities are reported in the government-wide
financial statements as “internal balances.”

Prepaid ltems — Certain payments to vendors reflect costs applicable to future accounting periods and are
recorded as prepaid items in both government-wide and fund financial statements.

Capital Assets — Capital assets, which include property, plant, equipment, and infrastructure assets (e.g.,
roads, bridges, sidewalks, and similar items), are reported in the applicable governmental or business-type
activities columns in the government-wide financial statements. Capital assets are defined by the
government as assets with an initial, individual cost of more than $1,000 and an estimated useful life in
excess of two years. Such assets are recorded at historical cost or estimated historical cost if purchased or
constructed. Donated capital assets are recorded at estimated fair value at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend
asset lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed. Interest
incurred during the construction phase of capital assets of business-type activities, if any, is included as part
of the capitalized value of the assets constructed. No such interest expense was incurred during the current
fiscal year.

Capital assets of the primary government are depreciated using the straight-line method over the following
estimated useful lives:

Assets Years
Buildings and improvements 40
Equipment and furniture 5-12

Long-Term Obligations — In the government-wide financial statements and proprietary fund types in the
fund financial statements, long-term debt and other long-term obligations are reported as liabilities in the
applicable governmental activities. Bond premiums and discounts, as well as issuance costs, are deferred
and amortized over the life of the bonds using the effective interest method. Bonds payable are reported net
of the applicable bond premium or discount. Bond issuance costs are reported as deferred charges and
amortized over the term of the related debt.

In the fund financial statements, governmental fund types recognize bond premiums and discounts, as well
as bond issuance costs, during the current period. The face amount of debt issued is reported as other
financing sources. Premiums received on debt issuances are reported as other financing sources while
discounts on debt issuances are reported as other financing uses. Issuance costs, whether or not withheld
from the actual debt proceeds received, are reported as debt service expenditures.
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lonia Township
Notes to Financial Statements

Note 1 — Summary of Significant Accounting Policies (Continued)

Fund Equity — In the fund financial statements, governmental funds report reservations of fund balance for
amounts that are not available for appropriation or are legally restricted for use for specific purposes.
Designations of fund balance represent tentative management plans that are subject to change.

Property Taxes - The government's property taxes are levied each December 1 on the taxable valuation of
property located in the Township as of the preceding December 31, the lien date. Property taxes are
payable without penalty and interest through February 28; as of March 1 of the succeeding year, unpaid real
property taxes are sold to and collected by lonia County.

Assessed values as established annually by the government, and subject to acceptance by the County, are
equalized by the State at an estimated 50% of current market value. Real and personal property in the
Township for 2005 had a taxable value of approximately $73,412. The government's general operating tax
rate for fiscal year 2005-06 was .8805 mills for operating.

Note 2 — Stewardship, Compliance and Accountability

The General Fund is the governmental fund type under formal budgetary control. The Township adopts its
budget in accordance with Public Act 621, the Uniform Budgeting and Accounting Act, which mandates an
annual budget process and annual appropriation act to implement the budget.

1) A General Fund budget is presented to the Township Board in February, at which time hearings on
the budget are scheduled.

2) The budget, and an appropriation ordinance implementing it, is then adopted in March.
3) Formal budget integration is employed as a management control device during the year for all funds.

4) Budgets presented for the General Fund were prepared on the modified cash basis of accounting.
Encumbrances are not recorded at year end.

5) Expenditures may not legally exceed activity (department) totals in the General Fund. Expenditures in
excess of budgeted amounts are disclosed in the budgetary comparison schedule.

6) The Governing Board has the authority to amend all budgets at the fund level. It further has the right
to amend the General Fund at the activity level if it desires. Management has no authority to amend
budgets at the fund level. Management can do transfers within funds at the departmental level without
governing board approval but not between departments.

7) The budgetary information presented was not amended during the year by an official action of the
Township Board.

8) All budget appropriations lapse at the end of each fund’s fiscal year.

18



lonia Township
Notes to Financial Statements

Note 3 — Cash and Cash Equivalents

At year-end, the Township’s deposits were reported in the basic financial statements in the following

categories:
Total
Governmental Proprietary Primary Fiduciary
Activities Funds  Government Funds Total
Cash and investments $915437 $150,155 $1,065592 $_093.629 $1,159,221

The breakdown for deposits for the Township is as follows:

Deposits {checking, savings accounts and certificates of deposit) $1,159,221
Custodial Credit Risk — Deposits
Custodial credit risk is the risk that in the event of a bank failure, the Township’s deposits may not be
returned. The Village has not adopted and State law does not require a policy for deposit custodial credit risk.
As of year-end, $795,876 of the Township’s bank balance of $1,063,521 was exposed to custodial credit risk

because it was uninsured and uncollateralized.

The Township had no investments at year-end.

Note 4 — Receivables

Receivables of the governmental activities of the primary government at March 31, 2006, consist of the

following:
Other governmental units {(primarily the State of Michigan) $41,359
Taxes receivable 7,853
Other receivables 639
Total $ 49,851

Note 5-Interfund Receivables, Payables and Transfers

The Township reports interfund balances between funds. The sum of all balances presented in the tables
below agrees with the sum of interfund balances presented in the statements of net assets/balance sheet for
governmental funds and proprietary funds. These interfund balances resulted primarily from the time lag
between the dates that (1) interfund goods and services are provided or reimbursable expenditures occur,
(2) transactions are recorded in the accounting system, and (3) payments between funds are made.

Receivable Payable

Due from/to other funds:
General Fund $ 1,728 $ -
Fiduciary Fund - 1,728
$__ 1,728 $__ 1,728
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Note 6— Capital Assets

Capital assets activity for the year ended March 31, 2006 was as follows:

Disposals
Beginning and Ending
Primary Government Balance Additions  Adjustments Balance
Governmental Activities:

Capital assets not being depreciated:

Land $___1500 $_ 55565 $ - $_ 57,065
Total capital assets
not being depreciated 1,500 55,565 - 57,065

Capital assets being depreciated:

Buildings and improvements 25,489 - - 25,489

Equipment and furniture 17,430 - - 17,430
Total capital assets

being depreciated 42,919 - - 42,919

Accumulated depreciation:

Buildings and improvements 22,939 - - 22,939
Equipment and furniture 17,430 - - 17,430
Total accumulated depreciation 40,369 - - 40,369

Total capital assets

being depreciated - net 2,550 - - 2,550
Governmental activities
capital assets - net $ 4050 $ 55565 § - $_ 59,615
Disposals
Beginning and Ending
Business-Type Activities Balance Additions Adjustments Balance
Capital assets being depreciated:

Sewer system $ 454,208 $ - % - $ 454,208
Accumulated depreciation 97,914 (6,349) - 104,263
Business-type activities

capital assets - net $_356,294 $ (6349 $ - $_349,945

Depreciation expense was charged to functions/programs of the primary government as follows:

Business-Type Activities:
Sewer $ 6,349

Note 7 — Risk Management

The Township is exposed to various risks of loss related to torts; theft of, damage to, and destruction of
assets; errors and omissions; injuries to employees; and natural disasters. During the year ended March 31,
2006, the Township carried commercial insurance to cover all risks of losses. The Township has had no
settled claims resulting from these risks that exceeded their commercial coverage in any of the past three
fiscal years.
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Revenues:

Property taxes
Licenses and permits
State shared revenue
Charges for services
Interest
Other

Total revenues

Expenditures:

Legislative

General government:
Supervisor
Elections
Legal and audit
Clerk
Board of review
Treasurer
Assessor
Township hall
Cemetery

Total general government

Public safety:
Ambulance

Total public safety

lonia Township

Statement of Revenues, Expenditures and
Changes in Fund Balances - Budget and Actual

General Fund
Year Ended March 31, 2006

Highways, streets and transportation:

Roads
Drains at large
Street lighting

Total highways, streets and transportation

Other

Total expenditures

Changes in Fund Balances

Fund Balances - Beginning of Year

Fund Balances - End of Year

2006
Original Final
Budget Budget Actual

$ 59,000 $ 59,000 $ 61,940
150 150 700
270,500 270,500 263,108
25,620 25,620 25,863
5,500 5,500 6,798
9.510 9,510 10,944
370,280 370,280 369.353
9,000 9.000 8.038
11,700 11,700 10,776
4,000 4,000 875
14,400 14,400 5,930
16,500 16,500 16,288
525 525 525
23,600 23,600 24,552
17,900 17,900 18,108
7,000 7,000 61,470
18,300 18,300 17,537
113,925 113,925 156,061
28.000 28.000 18.953
28.000 28.000 18.953
130,000 130,000 60,977
4,000 4,000 2,754
7.100 7,100 7122
141,100 141,100 70.853
24,000 24,000 19,022
316,025 316,025 272 927
54,255 54,255 96,426
870,590 870,590 870,590
$ 924,845 § 924.845 $ 967,016
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July 21, 2006

Members of Township Board
lonia Township
lonia, Michigan

We have audited the financial statements of lonia Township for the year ended March 31, 2006, and have
issued our report thereon dated July 21, 2006.

Professional standards require that we provide you with the following information related to our audit.

Our Responsibility under Generally Accepted Auditing Standards

As stated in our engagement letter, our responsibility, as described by professional standards, is to plan
and perform our audit to obtain reasonable, but not absolute, assurance that the financial statements are
free of material misstatement and are fairly presented in accordance with accounting principles generally
accepted in the United States of America. Because an audit is designed to provide reasonable, but not

absolute assurance and because we did not perform a detailed examination of all transactions, there is a
risk that material errors, fraud, or illegal acts may exist and not be detected by us.

As part of our audit, we considered the internal control of the Township. Such considerations were solely
for the purpose of determining our audit procedures and not to provide any assurance concerning such
internal control.

As part of obtaining reasonable assurance about whether the financial statements are free of material
misstatement, we performed tests of the Township's compliance with certain provisions of laws,
regulations, contracts, and grants. However, the objective of our tests was not to provide an opinion on
compliance with such provisions.

Significant Accounting Policies

Management has the responsibility for selection and use of appropriate accounting policies. In
accordance with the terms of our engagement letter, we will advise management about the
appropriateness of accounting policies and their application. The significant accounting policies used by
the Township are described in Note 1 to the financial statements. No new accounting policies were
adopted and no other applications of existing policies were changed during the current year. We noted no
transactions entered into by the Township during the year that were both significant and unusual, and of
which, under professional standards, we are required to inform you, or transactions for which there is a
lack of authoritative guidance or consensus.

WILLIS & JURASEK, P.C.
2545 Spring A;l}zor o 9 Phone Number: (517) 788-8660
g Fax Number: (517) 788-9872

Suite 200 I s
Jackson, MI 49203-3690 E-Mail: willis@willispc.com
’ - Web site: www.willispc.com



Members of the Township Board
lonia Township
Page 2

Accounting Estimates

Accounting estimates are an integral part of the financial statements prepared by management and are
based on management’s knowledge and experience about past and current events and assumptions
about future events. Certain accounting estimates are particularly sensitive because of their significance
to the financial statements and because of the possibility that future events affecting them may differ
significantly from those expected. There were no material estimates recorded during the current year.

Audit Adjustments

For purposes of this letter, professional standards define an audit adjustment as a proposed correction of
the financial statements that, in our judgment, may not have been detected except through our auditing
procedures. An audit adjustment may or may not indicate matters that could have a significant effect on
the Township's financial reporting process (that is, cause future financial statements to be materially
misstated). There were no significant audit adjustments recorded at year end.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a matter,
whether or not resolved to our satisfaction, concerning a financial accounting, reporting, or auditing matter
that could be significant to the financial statements or the auditor’s report. We are pleased to report that
no such disagreements arose during the course of our audit.

Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting
matters, similar to obtaining a “second opinion” on certain situations. If a consultation involves application
of an accounting principle to the governmental unit’s financial statements or a determination of the type of
auditor's opinion that may be expressed on those statements, our professional standards require the
consulting accountant to check with us to determine that the consultant has all the relevant facts. To our
knowledge, there were no such consultations with other accountants.

Issues Discussed Prior to Retention of Independent Auditors

We generally discuss a variety of matters, including the application of accounting principles and auditing
standards, with management each year prior to retention as the Township’s auditors. However, these
discussions occurred in the normal course of our professional relationship and our responses were not a
condition to our retention.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing our audit.

This information and the attached memorandum is intended solely for the use of the Township Board and
management of the Township and is not intended to be and should not be used by anyone other than
these specified parties.

Very truly yours,
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Willis & Jurasek, P.C.



lonia Township
Comments and Recommendations
Year Ended March 31, 2006

Budget

Public Act 621 requires budget amendments prior to actual expenditures being made if expenditures exceed
budgeted amounts. During the year, the Township had certain actual amounts that exceeded the budgeted
amounts at year-end. Procedures should be put in place to amend the budget as needed during the year
when expenditures exceed the budget. This may require budget amendments to be made periodically
during the fiscal year.

Segregation of Duties:

Substantially all of the accounting and financial management functions of the Township are performed by
two individuals, both of which are elected officials. While the size and resources of the Township are limited
in terms of providing adequate separation of duties, the Board should be mindful of this condition and,
where possible, establish reasonable control procedures.



